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Financial Highlights

For the years ended December 31 2008 2007
Financial

Operating revenues (millions) $8,044 $6,498
Net income (millions) @ 930 1,288
Earnings from ongoing operations (millions) @ 761 1,000
Basic earnings per share 2.49 3.39
Diluted earnings per share 2.41 3.35
Basic earnings per share - ongoing operations 2.04 2.63
Diluted earnings per share - ongoing operations (b) 2.02 2.60
Dividends declared per share 1.34 122
Total assets (millions) © 21,405 19,972
Book value per share () 13.55 14.88
Market price per share 30.69 52.09
Dividend yield () 4.37% 2.34%
Dividend payout ratio () 54% 36%
Dividend payout ratio - ongoing operations (e 66% 47%
Market/book value ratio «© 226% 350%
Price/earnings ratio e 12.43 15.55
Price/earnings ratio - ongoing operations yaye 15.19 20.03
Ratio of earnings to fixed charges - total enterprise basis ¢ 3.3 30
Return on average common equity 16.88% 24.4T%
Return on average common equity - ongoing operations 14.46% 19.21%
Operating

Domestic - Electric energy supplied - retail {millions of kwh) 40,374 40,074
Domestic - Etectric energy supplied - wholesale (millions of kwh) 42,7112 33,515
Domestic - Electric energy delivered (millions of kwh) 38,058 37950
International - Electric energy delivered (millions of kwh) @ 21724 31,652
System capacity controlled or owned (megawatts) « 12,002 11,259
Number of customers (millions) « 4.0 41
Capital expenditures (millions) $1,503 $1,685

@) Netincome, or earnings, is a financial measure reported in accordance with generally accepted accounting principles (GAAP). Net
income in 2008 and 2007 was affected by several special items. Earnings from ongoing operations excludes the impact of these
special items. Earnings from ongoing operations should not be considered as an alternative to net income, which is determined
in accordance with GAAP, as an indicator of operating performance. PPL believes that earnings from ongoing operations,

although a non-GAAP measure, is also useful and meaningful to investors because it provides them with PPL's underlying earnings

performance as another criterion in making their investment decisions. PPL's management also uses earnings from ongoing
operations to measure certain corporate performance goals. Other companies may use different measures to present financial
performance. See a reconciliation of earnings from ongoing operations and net income immediately following the 10-K report.

(b)  Calculated using earnings from ongoing operations.
(¢} Asof each respective year-end.

(d)  Based on year-end market prices.

(e)  Based on diluted earnings per share.

() Computed using earnings and fixed charges of PPL and its subsidiaries. Fixed charges consist of interest on short- and long-term
debt; amortization of debt discount, expense and premium-net; other interest charges; the estimated interest component of

operating rentals; and preferred securities distributions of subsidiaries.
(@ 2007 includes the deliveries associated with the Latin American businesses, until the dates of their sale in 2007.
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Chairman’s Letter

Dear Shareowners,

As | write this letter to report
on your company's performance
in 2008, I'm struck by how much
and how quickly our sector
and the world's economy have
changed.

A year ago, wholesale
electricity prices were rising, oil
was headed to $150 a barrel and
we were worrying about potential
runaway inflation. Today, oil is
priced at less than S50 a barrel,
wholesale electricity prices have
declined by 50 percent and our
economy is mired in what looks
like a lengthy recession.

James H. Miller As you know, our 2008 reported earnings were $2.47 per share,

Chairman, President . . . . .

and Chief Fxecutive Officer compared with $3.35 per share in 2007. Earnings from ongoing operations,
which exclude special items, were $2.02 per share, down from $2.60
per share in 2007, and well below the earnings forecast we made at the
beginning of the year.

The combination of the near collapse of the nation’s banking system,
unprecedented volatility and liquidity issues in wholesale energy markets,
extended unplanned outages at two of our power plants and higher
costs for everything from coal to financing made 2008 one of the most
challenging years in the history of PPL.

When faced with extraordinary challenges in our personal or our
professional lives, there are a couple of options: We can lower our heads
and simply wait for the pain to pass, or we can take action to actively
manage the situation. While none of us at PPL is pleased with our results
for 2008, | can tell you that we were not paralyzed by the events that
came our way.

Rather, we recalibrated our business plan based on a detailed analysis
of our sector over the next couple of years. As a result, we took
aggressive actions to reduce our risk in wholesale markets; we reduced
our planned operations and maintenance spending; we suspended or
canceled $200 million of capital projects for 2009; and we proactively

2 PPL Corporation 2008 Annual Report



adced to our credit capacity and successfully raised needed funds in very
choppy financial markets.
This year's annual report is another example of our efforts to continue
to provide you with important information about the company while
reducing costs. The new, streamlined approach incorporates the
company'’s Form 10-K and has allowed us to reduce the report's cost by
50 percent. Comparison of 5-Year Cumulative Total Return*
| can assure you that For PPL Corporation, S&P 500° Index and EE| Index of investor-owned Electric Utilities
everyone in the company

is focused on meeting our T P Corportion
2009 earnings forecast of S0 i EE| Index of Investor-owned Electric Utilities |

$160 to $1.90 per share. S0 [+ T & S50 nde
We are executing a solid
plan under which we have
sold forward much of our
expected power production
for the year and we have
acquired nearly all the
fuel we will need for our
power plants. Our regulated
delivery businesses are
focused on spending only in
areas necessary to provide s 12/s1/04 12/31/05 12/31/06
reliable service to our
4 million customers. And,
as the recession drags on, we have undertaken additional initiatives to
reduce operating costs.

Despite the near-term challenges, however, our fundamental approach
and our excellent assets in key energy markets position us well to
preserve existing value and to capture additional value as the economy
recovers.

We are forecasting 2010 earnings of $3.60 to $4.20 per share. This
forecast is based on very visible earnings from our generation and
marketing business and from our electricity delivery businesses in
Pernsylvania and the UK.

We remain highly focused on delivering a total shareowner return that
exceeds other investment options available to you. As you can see on
the chart above, a $100 investment in PPL at the end of 2003 would have

§164.59

1 §148.68

B $89.52

12/31f07 12/31/08

* Assumes investing $100 on Dec. 31, 2003, and reinvesting dividends in PPL common stock, S&P 500% index and EET index of Investor-owned Electric Utilities.
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grown, assuming reinvestment of dividends, to nearly $165 by the end of
last year, outperforming both the S&P 500° Index and the Edison Electric
Institute Index of Investor-owned Utilities.

Understanding that a strong and growing dividend is an extremely
important part of total shareowner return, we recently announced that we
are increasing our dividend to an annualized level of $1.38, a 4-cent-per-
share improvement. While this increase is more modest than recent years,
we believe it is an important indicator - in very difficult times - of our
financial strength and our focus on meeting your expectations. With this
increase, our dividend is now 68 percent higher than it was five years ago.
The board remains committed to reviewing the dividend on a regular basis
and increasing it when the financial conditions of the company merit. PPL
has now paid a dividend for 253 consecutive quarters.

At PPL, we have such a strategy and we have the talented, dedicated
people to capture value for shareowners. We thank you for your continued
investment in PPL. You have our pledge to wisely manage the resources
that you have entrusted to us and to continue to seek opportunities to
grow value for you.

Sincerely,

o & 7M.

James H. Miller
Chairman, President and Chief Executive Officer

April 3, 2009
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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-K

[X] ANNU: AL REPORT PURSUANT TO SECTION 13:OR15(d).OF THE SECURITIES EXCHANGE ACT OF » 34 for the

fiscal year ended December 31, 2008

OR
[ ] TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE-ACT OF 1934 for
the transition period from to
Commission File Registrant; State of Incorporation; IRS Employer
Number : \, « - Address and Telephorie Number Identification No.
1-11459 | " ” PPL Corporation " 232758192

(Exact name of Registrant as specified in its charter)
(Pennsylvania)

Two North Ninth Street

Allentown, PA 18101-1179

(610) 774-5151

1-32944 ' \ , PPL Energy Supply, LLC , 23-3074920
' ' (Exact name of Registrant as specified in its charter) '
(Delaware)
Two North Ninth Street
Allentown, PA 18101-1179
(610) 774-5151

1-605 ‘ PPL Electric Utilities Corporation 23-0959590
‘ (Exact name of Registrant as specified in its charter) ‘
(Pennsylvania)
Two North Ninth Street
Allentown, PA 18101-1179
(610) 774-5151

Securities registered pursuant to Section 12(b) of the Act:

Title of each class ; , I Name of each/ exchange on which registered
Common Stpélf of PPL Corporation - e : - ,  New Ybrk Stock Exchange
Senior Netes of PPL Energy Supply, LLC
7.0% due 2046 ; ‘ . New York Stock Exchange
Preferred Stock of PPL Electric Utilities Corporation
4-1/2% . ; New York Stock Exchange
4.40% Series ) ) New York Stock Exchange

Junior Subordinated Notes of PPL Capital Fundin;g, Inc. e i ’
2007 Series A due 2067 New York Stock Exchange

Senior Notes of PPL Capital Funding, Inc.
6.85% due 2047 i ‘ . New York Stock Exchange

Securities registered pursuant to Section 12(g5 of the Act: None

Indicate by check mark whether the Registrants are well-known seasoned issuers, as defined in Rule 405 of the Securities Act.

PPL Corporation Yes X No
PPL Energy Supply, LLC Yes X No ____
PPL Electric Utilities Corporation Yes No X

Indicate by check mark if the Registrants are not required to file reports pursuant to Section 13 or Section 15(d) of the Act.



R Caa

S
" PPLCorporation : S Yes No X
- PPL Energy Supply, LLC T Yes No X
PPL Ele;gcénc Utilities Corporation : ‘ - Yes_ No X
Indlcatg by'e e mark whether the Registrants (1) have filed all reports required to be filed by Section 13 or 15(d) of the Securities

Exchange AGFGE 1934 during the preceding 12 months (or for such shorter period that the Reglstrants were required to file such
reports), and (2) have been subject to such filing requirements for the past 90 days.

PPL Corporation ' . Yes X No-
PPL Energy Supply, LLC Yes X No
PPL Electric Utilities Corporation Yes X No

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained herein, and will not be
contained, to the best of Registrants' knowledge, in definitive proxy or information statements incorporated by reference in Part III of
this Form 10-K or any amendment to this Form 10-K.

PPL Corporation [ 1]
PPL Energy Supply, LLC [X]
PPL Electric Utilities Corporation [ X}

Indicate by check mark whether the Registrants are large accelerated filers, accelerated filers, non-accelerated filers, or a smaller
reporting company. See definition of "large accelerated filer," "accelerated filer" and "smaller reportmg company" in Rule 12b-2 of the
Exchange Act. (Check one): |

Large accelerated Accelerated Non-accelerated ~ Smaller reporting
filer filer filer . company
PPL Corporation [X] [ 1 [ ] [ 1
PPL Energy Supply, LLC [ 1] r 1 - [X] [ ]
PPL Electric Utilities Corporation 1 1 ‘ [ 1 [X] [ 1

Indicate by check mark whether the Registrants are shell compames (as defined in Rule 12b-2 of the Act).

PPL Corporation : , Yes No X
PPL Energy Supply, LLC ’ - Yes No X
PPL Electric Utilities Corporation Yes . No X

As of June 30, 2008, PPL Corporation had 374,519,298 shares of its $.01 par value Common Stock outstanding. The aggregate market
value of these common shares (based upon the closing price of these shares on the New York Stock Exchange on that date) held by
non-affiliates was $19,576,123,706. As of January 30, 2009, PPL Corporation had 375,316,846 shares of its $.01 par value Common
Stock outstanding.

As of January 30, 2009, PPL Corporation held all 66,368,056 outstanding common shares, no par value, of PPL Electric Utilities
Corporation.

PPL Corporation indirectly holds all of the membership interests in PPL Energy Supply, LLC.

PPL Energy Supply, LLC meets the conditions set forth in General Instructlons (D(1)(a) and (b) of Form 10-K and is therefore
filing this form with the reduced disclosure format.

Documents incorporated by reference:

PPL Corporation and PPL Electric Utilities Corporation have incorporated herein by reference certain sections of PPL Corporation's
2009 Notice of Annual Meeting and Proxy Statement, and PPL Electric Utilities Corporation's 2009 Notice of Annual Meeting and
Information Statement, which will be filed with the Securities and Exchange Commission not later than 120 days after December 31,
2008. Such Statements will provide the information required by Part III of this Report.



- PPL CORPORATION
PPL ENERGY SUPPLY, LLC
PPL ELECTRIC UTILITIES CORPORATION

FORM 10-K ANNUAL REPORT TO :
THE SECURITIES AND EXCHANGE COMMISSION
FOR THE YEAR ENDED DECEMBER 31, 2008

TABLE OF CONTENTS

This combined Form 10-K is separately filed by PPL Corporation, PPL Energy Supply, LLC and PPL Electric Utilities Corporat10n
Information contained herein relating to PPL Energy Supply, LLC and PPL Electric Utilities Corporatlon is filed by PPL Corporation and
separately by PPL Energy Supply, LLC and PPL Electric Utilities Corporation on their own behalf. No registrant makes any representation
as to information relating to any other reglstrant except that mformatlon relating to the two PPL Corporation subsidiaries is also attnbuted to
PPL Corporation.
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GLOSSARY OF TERMS AND ABBREVIATIONS

PPL Corgoratibn and its current ahd former subsidiaries

Emel - Empresas Emel S.A., a Chilean electric dlstrlbutron
holding company in which PPL Global had a majority
ownership interest until its sale in November 2007.

Griffith - a 600 MW gas-fired station in Kingman, Arizona, that
was jointly owned by an indirect subsidiary of PPL Generation
and LS Power Group until the sale of PPL Generation's interest
in June 2006.

Hyder - Hyder Limited, a subsidiary of WPDL that was the
previous owner of South Wales Electricity plc. In March 2001,
South Wales Electricity plc was acquired by WPDH Limited
and renamed WPD (South Wales).

PPL - PPL Corporation, the parent holding company of PPL
Electric, PPL Energy Funding and other subsidiaries.

PPL Capital Funding - PPL Capital Funding, Inc., a wholly-
owned financing subsidiary of PPL.

PPL Electric - PPL Electric Utilities Corporation, a regulated
ut111ty subsidiary of PPL that transmits and distributes electricity
in its service territory and provides electric supply to retail
customers in this territory as a PLR.

PPL Energy Funding - PPL Energy Funding Corporation, a
subsidiary of PPL and the parent company of PPL Energy

Supply.

PPL EnergyPlus - PPL EnergyPlus, LLC, a subsidiary of PPL
Energy Supply that markets and trades wholesale and retail
electricity and gas, and supplies energy and energy services in
deregulated markets.

PPL Energy Supply - PPL Energy Supply, LLC, a subsidiary
of PPL Energy Funding and the parent company of PPL -
Generation, PPL EnergyPlus, PPL Global and other
subsidiaries.

PPL Gas Utilities - PPL Gas Utﬂities Corporation, a regulated

utility that provided natural gas distribution, transmission and
storage services, and the competitive sale of propane, which was
a subsidiary of PPL until its sale in October 2008.

PPL Generation - PPL Generation, LLC, a subsidiary of PPL
Energy Supply that owns and operates U.S. generating facilities
through various subsidiaries.

PPL Global - PPL Global, LLC, a subsidiary of PPL Energy
Supply that primarily owns and operates a business in the U.K.
that is focused on the regulated distribution of electricity.

' PPL.Holtwood - PPL Holtwood, LLC, a subsidiary of PPL
- Generation that owns hydroelectric generating operations in
" Pennsylvania.

PPL Maine - PPL Maine, LLC, a subsidiary of PPL Generation
that owns generating operations in Maine.

PPL Martlns Creek - PPL Martins Creek, LLC a subsrdrary
of PPL Generation that owns generating operations in
Pennsylvania.

PPL Montana - PPL Montana, LLC, an indirect subsidiary of

~ PPL Generation that generates electricity for wholesale sales in

Montana and the Pacific Northwest. -

PPL Services - PPL Services Corporation, a subsidiary of
PPL that provides shared services for PPL and its subsidiaries.

PPL Susquehanna - PPL Susquehanna, LLC, the nuclear
generating subsidiary of PPL Generation.

PPL Transition Bond Company - PPL Transition Bond
Company, LLC, a subsidiary of PPL Electric that was formed to
1ssue transmon bonds under the Customer Choice Act.

SIUK Capital Trustl-a busrness trust created to issue

> preferred securities, the tommon ‘equity of which-was held by

WPD LLP. The preferred securities were redeemed in February
2007.

‘SIUK Limited - a former intermediate holdirig company within

the WPDH Limited group. In January 2003, SIUK Limited
transferred its‘assets and 11ab111t1es to WPD LLP.

WPD - refers collectrvely to WPDH Limited and WPDL

WPD LLP - Western Power Disttibution LLP, a wholly-owned

. subsidiary of WPDH Limited, which owns WPD (South West)

and WPD (South Wales).

WPD (South Waleé) - Western Power Distribution (South
Wales) plc, a British regional electric utility company.

WPD (South West) - Western Power Distribution (South
West) plc, a British regional electric utility company.

WPDH Limited - Western Power Distribution Holdings
Limited, an indirect, wholly-owned subsidiary of PPL Global.
WPDH Limited owns WPD LLP. '

WPDL - WPD Investment Holdings Limited, an indirect
wholly-owned subsidiary of PPL Global. WPDL owns 100% of
the common shares of Hyder.



Other terms and abbreviations

401(h) account - A sub-account established within a qualified

pension trust to provide for the payment of retiree medical costs.

£ - British pounds sterling.

1945 First Mortgage Bond Indenture - PPL Electric's
Mortgage and Deed of Trust, dated as of October 1, 1945, to
Deutsche Bank Trust Company Americas, as trustee, as
supplemented. '

2001 Senior Secured Bond Indenture - PPL Electric's
Indenture, dated as of August 1, 2001, to The Bank of New -
York Mellon (as successor to JPMorgan Chase Bank), as
trustee, as supplemented. - 4 '

AFUDC (Allowance for Funds Used During Construction) - the
cost of equity and debt funds used to finance construction
projects of regulated businesses, which is capitalized as part of
construction cost.

A.M. Best - A M. Best Company, a company that reports on
the condition of insurance companies.

AOCI - accumulated other comprehensive income or loss.
APB - Accounting Principles Board.

ARB - Accounting Research Bulletin..

ARO - asset retirement obligation.

Bcf - billion cubic feet.

Black Lung Trust - a trust account maintained under federal
and state Black Lung legislation for the payment of claims
related to disability or death due to pneumoconiosis.

CAIR - the EPA’s.Clea'n Air Interstate Rule.

Clean Air Act - federal legislation enacted to address certain
environmental issues related to air emissions, 1nclud1ng acid
rain, ozone and toxic air emissions.

COLA - license application for a combined construction permit
and operating license from the NRC.

CTC - competitive transition charge on customer bills to
recover allowable transition costs under the Customer Choice
Act.

Customer Choice Act - the Pennsylvania Electricity
Generation Customer Choice and Competition Act, legislation
enacted to restructure the state's electric utility industry to create
retail access to a competitive market for generation of
electricity.

i

DEP - Department of Environmental Protection, a state
government agency.

DOE - Department of Energy, a U.S. government agency.
EITF - Emerging Issues Task Force, an'organization that assists
the FASB in improving financial reporting through the
identification, discussion and resolution of financial accounting
issues within the framework of existing authoritative literature.

EMF - electric and magnetic fields.

EPA - Environmental Protection Agency, a U.S. government
agency.

EPS - earnings per share.

ESOP - Employee Stock Ownership Plan.

EWG - exempt wholesale generator.

FASB - Financial Accounting Standards Board, a rulemaking
organization that establishes financial accounting and reportmg
standards.

FERC - Federal Energy Regulatory Commission, the federal

agency that regulates, among other things, interstate -
transmission and wholesale sales of electricity, hydroelectric

- power projects and related matters.

FIN - FASB Interpretation.

Fitch - Fitch, Inc.

FSP - FASB Staff Position.

FTR - financial transmission rights, which are financial
instruments established to manage price risk related to
electricity transmission congestion. They entitle the holder to
receive compensation or require the holder to remit payment for
certain congestion-related transmission charges that arise when -
the transmission grid is congested.

GAAP - generally accepted accounting principles in the U.S. .

GWh - gigawatt-hour, one million kilowatt-hours.

HMRC - HM Revenue & Customs. The tax authority in the
U.K, formerly known as Inland Revenue. :

IBEW - International Brotherhood of Electrical Workers.
ICP - Incentive Compensation Plan.

ICPKE - Incentive Compensation Plan for Key Employees.



Ironwood - a natural gas-fired power plant in Lebanon,
Pennsylvania with a winter rating of 759 MW.

IRS - Internal Revenue Service, a U.S. government agency.
ISO - Independent System Operator.

ITc- intangible transition charge on customer bills to recover
intangible transition costs associated with securitizing stranded
costs under the Customer Choice Act.

kVA - kilovolt-ampere.

kWh - kilowatt-hour, basic unit of electrical energy.

LCIDA - Lehigh County Industrial Development Authority.
LIBOR - London Interbank Offered Rate.

MACT - maximum achievable control technology.

Montana Power - The Montana Power Company, a Montana-
based company that sold its generating assets to PPL Montana
in December 1999. Through a series of transactions
consummated during the first quarter:of 2002, Montana Power
sold its electricity delivery business to NorthWestem.
Moody's - Moody's Investors Service, Inc.

MTM - mark-to-market.

MVA - megavolt-ampere.

MW - megawatt, one thousand kilowatts.

MWh - megawatt-hour, one thousand kilowatt-hours.

NERC - North American Electric Reliability Corporation.
NorthWestern - NorthWestern Corporation, a Delaware
corporation, and successor in interest to Montana Power's
electricity delivery business, including Montana Power's rights
and obligations under contracts with PPL Montana.

NPDES - National Pollutant Discharge Elimination System.

NRC - Nucléar Regulatory Commission, the federal agency that
regulates nuclear power facilities.

NUGSs (Non-Utility Generators) - generating plants not owned
by public utilities, whose electrical output must be purchased by
utilities under the PURPA if the plant meets certain criteria. -

NYMEX - New York Mercantile Exchange.
OCI - other comprehensive income or loss.
Ofgem - Office of Gas and Electricity Markets, the British

agency that regulates transmission, distribution and wholesale
sales of electricity and related matters.

iil

OSM - Office of Surface Mining, a U.S. government agency. =

PEDFA - Pennsylvama Economlc Development Financing
Authority:

PJM (PJM Interconnection, L.L..C.) - operator of the electric
transmission network and electric energy market in all or parts
of Delaware, Illinois, Indiana, Kentucky, Maryland, Michigan,
New Jersey, North Carolina, Ohio, Pennsylvania, Tennessee,
Virginia, West Virginia and the District of Columbia.

PLR (Provider of Last Resort) - the role of PPL Electric in
providing default electricity supply to retail customers within its
delivery territory who have not chosen to select an alternative .
electricity supplier under the Customer Choice Act.

PP&E - property, plant and equipment.

PUC - Pennsylvania Public Utility Commission, the state
agency that regulates certain ratemaking, services, accountmg
and operations of Pennsylvania utilities.

PUC Final Order - final order issued by the PUC on
August 27, 1998, approving the settlement of PPL Electric's
restructuring proceeding.

PUHCA - Public Utility Holding Company Act of 1935,
legislation passed by the U.S. Congress. Repealed effective
February 2006 by the Energy Policy Act of 2005.

PURPA - Public Utility Regulatory Policies Act of 1978,
legislation passed by the U.S. Congress to encourage energy
conservation, efficient use of resources and equitable rates.

Regulation S-K - SEC regulation governing the content of
reports and other documents required to be filed pursuant to the
federal securities laws.

RFC - ReliabilifyFirst 'Corporation (the regional reliability
entity that replaced the Mid-Atlantic Area Coordination
Council). .

‘RMC - Risk Management Committee.

RMR - rehablhty must run. Describes a generatlon facﬂlty that
is operated at the request of an ISO to ensure system reliability,
generally in a transmission constrained area of the electr1c1ty
system.

RTO - Regional Transmission Organization,

SAB - Staff Accounting Bulletin.

Sarbanes-Oxley - Sarbanes-Oxley Act of 2002, which sets
requirements for management's assessment of internal controls

for financial reporting. It also requires an independent audltor
to make its own assessment.

SCR - selective catalytic reduction, a pollution control process.



Scrubber - an air pollution control device that can remove
particulates and/or gases (such as sulfur dioxide) from exhaust
gases.

SEC - Securities and Exchange Commission, a U.S. _
government agency whose primary mission is to protect
investors and maintain the integrity of the securities markets.

SFAS - Statement of Financial Accouﬁﬁng Standards, the
accounting and financial reporting rules issued by the FASB.

S&P - Standard & Poor's Ratings Services.

Smart meter - an electric meter that utilizes smart metering
technology. :

Smart metering technology - technology that can measure,
among other things, time of electricity consumption to permit
offering rate incentives for usage during lower cost or demand
intervals.

Superfund - federal environmental legislation that addresses
remediation of contaminated sites; states also have similar
statutes. : ;

Synfuel projects - production facilities that manufactured
synthetic fuel from coal or coal byproduects. Favorable federal
tax credits, which expired effective December 31, 2007, were
available on qualified synthetic fuel products.

Tolling agreement - agreement whereby the owner of an
electric generating facility agrees to use that facility to convert
fuel provided by a third party into electric energy for delivery
back to the third party.

Total shareowner return - increase in market value of a
share of the Company's common stock plus the value of all
dividends paid on a share of the common stock during the
applicable performance period, divided by the price of the
common stock as of the beginning of the performance period.

VaR - value-at-tisk.
VEBA - Voluntary Employee Benefit Association Trust, trust

accounts for health and welfare plans for future benefit
payments for employees, retirees or their beneficiaries.

Accounting Pronouncements

APB Opinion No. 23 - Accounting for Income Taxes- Spec1al
Areas.

EITF 87-24 - Allocation of Interest to Discontinued Operations.

EITF 88-1 - Determination of Vested Benefit Obligation for a -
Defined Benefit Pension Plan. :

EITF 92-13 - Accounting for Estimated Payments in Connection
with the Coal Industry Retiree Health Benefit Act'of 1992.

EITF 93-7 - Uncertainties Related to Income Taxes in a Purchase
Business Combination.

EITF 93-17 - Recognition of Deferred Tax Assets for a Parent
Company's Excess Tax Basis in the Stock of a Subsidiary That Is
Accounted for as a Discontinued Operation.

EITF 01-8 - Determining Whether an Arrangement Contains a
Lease.

EITF 02-3 - Issues Involved in Accounting for Derivative
Contracts Held for Trading Purposes-and Contracts Involved in
Energy Trading and Risk Management Activities.

EITF 03-11 - Reporting Realized Gains and Losses on
Derivative Instruments That are Subject to FASB Statement No.
133 and Not "Held for Trading Purposes" as Defined in Issue No.
02-3.

EITF 08-5 - Issuer's Accounting for Liabilities Measured at Fair
Value with a Third-Party Credit Enhancement.

iv

FIN 39 - Offsetting of Amounts Related to Certain Contracts, as
amended and interpreted.”

FIN 45 - Guarantor's Accounting and Disclosure Requirements
for Guarantees, Including Indirect Guarantees of Indebtedness of
Others, an Interpretation of FASB Statements No. 5, 57, and 107
and Rescission of FASB Interpretation No. 34. ’

FIN 46(R) - Consolidation of Variable Interest Entities, an
Interpretation of ARB No. 51.

FIN 47 - Accounting for Conditional Asset Retirement
Obligations, an interpretation of FASB Statement No. 143.

FIN 48 - Accounting for Uncertainty in Income Taxes, an
interpretation of FASB Statement No. 109, as amended and
interpreted.

FSP APB 14-1 - Accounting for Convertible Debt Instruments
That May Be Settled in Cash upon Conversion (Including Partial
Cash Settlement).

FSP EITF 03-6-1 - Determining Whether Instruments Granted
in Share-Based Payment Transactions Are Participating
Securities.

FSP FAS 115-1 and FAS 124-1 - The Meaning of Other-
Than-Temporary Impairment and Its Application to Certain
Investments.

FSP FAS 132(R)-1 - Employers' Disclosures about
Postretirement Benefit Plan Assets.



FSP FAS 140-4 and FIN 46(R)-8 - Disclosures by-Public .
Entities (Enterprises) about Transfers of Financial Assets and
Interests in Variable Interest Entities.

FSP FAS 157-1 - Application of FASB Statement No. 157 to
FASB Statement No. 13-and Other Accounting Pronouncemierits
That Address Fair Value Measurements for Purposes of Lease
Classification or Measurement under Statement 13

FSP FAS 157-2 - Effective Date of FASB Statement No 157.

FSP FAS 157-3 - Determining the Farr Value of a Flnancml
Asset When the Market for That Asset Is Not Actrve

SAB Toplc S5M - Other Than Temporary Impalrment of Certain
Investments in Debt and Equity Securities.

SFAS 5 - Accounting for Contingencies.
SFAS 13 - Accounting for Leases and its interpretations.
SFAS 34.- Capitalization of Interest Cost.

SFAS 71 - Accountmg for the Effects of Certain Types of
Regulation.

SFAS 87 - Employers' Accounting for Pensions.

SFAS 106 - Employers' Accounting for Postretirement Benefits
Other than Pensions.

SFAS '109 - Accounting for Income Taxes.

SFAS 112 - Employers' Accounting for Postemployment
Benefits, an amendment of FASB Statements No. 5 and 43.

SFAS 115 - Accounting for Certain Investments in Debt and
Equity Securities and its interpretations.

SFAS 123(R) - Share-Based Payment.

SFAS 128 - Earnings per Share.

SFAS 132(R) - Employers' Disclosures about Pensrons and
Other Postretirement Benefits. .

SFAS 133 - Accounting for Derivative Instruments and Hedgmg
Activities, as amended and 1nterpreted

SFAS 140 - Accountmg for Transfers and Serv1cmg of Fmanmal
Assets and Extrngurshments of Financial Lrablhtres

SFAS 141 - Busmess Combinations. -

SFAS 141(R) - Business Combinations (revised 2007).
SFAS '142 -'-Goodwill and Other Intangible Assets.

SFAS 143 Accountmg for Asset Retlrement Obhgatlons ‘

SFAS 144 - Accounting for the' Impalrment or Dlsposal of Long«
Lived Assets and its mterpretatlons

SFAS 146 - Accounting for Costs Associated with Exit or
Disposal Activities.

SFAS 153 - Exchanges of Nonmonetary Assets - an amendment.
of APB Opinion No. 29.

SFAS 157 Falr Value Measurements, as amended

SFAS 158 - Employers Accountmg for Deﬁned Beneﬁt Pensron
and Other Postretirement Plans, an amendment of FASB
Statements No: 87, 88, 106-and 132(R).

SFAS 159 - The Fair Value Option for Financial Assets and
Financial Liabilities, including an amendment of FASB Statement
No. 115. :

SFAS 160 - Noncontrolling In‘terestsin Consolidated Financial-
Statements, an amendment of ARB No. 51.

SFAS 161 - D1sclosures about Derrvatrve Instruments and -
Hedging Activities, an amendment of FASB Statement No. 133.



FORWARD-LOOKING INFORMATION

Statements contained in this Form 10-K concerning
expectations, beliefs, plans, objectives, goals, strategies, future
events or performance and underlying assumptions and other
statements which are other than statements of historical facts are
"forward-looking statements" within the meaning of the federal
securities laws. Although PPL, PPL Energy Supply and PPL
Electric believe that the expectations and assumptions.reflected
in these statements are reasonable, there can be no assurance
that these expectations will prove to be correct. Forward-
looking statements involve a number of risks and uncertainties,
and actual results may differ materially from the results
discussed in forward-looking statements. In addition to the
specific factors discussed in "Item 1A. Risk Factors" and in
"Item 7. Management's Discussion and Analysis of Financial
Condition and Results of Operations," the following are among -
the important factors that could cause actual results to differ
materially from the forward-looking statements.

fuel supply availability;

» weather conditions affecting generation production, customer
energy use and operating costs;

e operation, availability and operating costs of existing
generation facilities; -

e transmission and dlstnbutlon system conditions and operatmg
costs;

e collective labor bargalnmg negotiations; :

o the outcome of litigation against PPL and its subsidiaries;

o potential effects of threatened or actual terrorism or war.or
other hostilities;

o the commitments and liabilities of PPL and its subsidiaries; .

o market demand and prices for energy, capacity, emission
allowances and delivered fuel;

e competition in retail and wholesale power markets;

e liquidity of wholesale power markets;

o defaults by our counterparties under our energy, fuel or other
power product contracts;

o market prices of commodity inputs for ongoing cap1ta1
expenditures;

o capital market conditions, inchiding the avallablhty of cap1ta1
or credit, changes in 1nterest rates, and decisions regarding
capital structure;

e stock price performance of PPL;

o the fair value of debt and equity securities and the 1mpact on

defined benefit costs and resultant cash funding requlrements

for defined beneﬁt plans

Vi

e interest rates and their affect on pension, retiree medlcal and
nuclear decommissioning liabilities; :

o the impact of the current financial and economic downturn;

o the profitability and liquidity, including access to capital
markets and credit facilities, of PPL and its subsidiaries;

e new accounting requirements or new interpretations or
applications of existing requirements;

e securities and credit ratings;

o foreign currency exchange rates; .

o current'and future environmental conditions and requirements
and the related costs of compliance, including environmental
‘capital expenditures, emission allowance costs and other
expenses;

e political, regulatory or economic conditions in states, regions
or countries where PPL or its subsidiaries conduct business;

e receipt of 1 necessary ‘governmental permlts approvals and rate
relief;.

® new state, federal or foreign legislation, including new tax
legislation;

o state, federal and foreign regulatory developments;

o the impact of any state, federal or foreign investigations
applicable to PPL and its subsidiaries and the energy industry;

the effect of any business or industry restructuring; :

development of new projects, markets and technologies;
performance of new ventures; and

asset acquisitions and dispositions.

Any such forward-looking statements should be considered in
light of such important factors and in conjunction with other
documents of PPL, PPL Energy Supply and PPL Electric on file
with the SEC

New factors.that could cause actual results to differ materially
from those described in ferward-looking statements emerge

. from time to time, and it is not possible for PPL, PPL Energy"

Supply or PPL Electric to predict all of such factors, or the
extent to which any such factor or. combination of factors may

" cause actual results to differ from those contained in any

forward-looking statement. Any forward-looking statement
speaks only as of the date on which such statement is made, and
PPL, PPL Energy Supply and PPL Electric undertake no
obligation to update the information contained in such statement
to reflect subsequent developments or information.



PART I

ITEM 1. BUSINESS

BACKGROUND

PPL Corporatlon headquartered in Allentown PA is an energy
and utility holding company that:was incorporated.in 1994:
Through its subsidiaries, PPL generates electricity from power
plants in the northeastern and western U.S.; markets wholesale
or retail energy primarily in the northeastern and western - .
portions of the U.S. and delivers electricity to-approximately:

4 million customers in Pennsylvania and the UK. PPL's .
significant subsidiaries are shown below: -

PPL Corporation’ "}

¥

g : ; - 1
( PPL Energy Suppiy }s PPL Electric
i e Delivers eleclricity in
Pennsylvania »

1
PPL Generatlon
. ‘Ownsloperates domeslic [
generation .

PPL EnergyPlus - |,
o Performs marketing and |
. trading activities

Ve

PPL Global -
« Owns/operales eleclricity
delivery business in the’

In addition to PPL Corporatlon the other SEC reg13trants
included in this filing are: : i

PPL Energy Supply, LLC,an indirect wholly-owned subsidiary *
of PPL formed in 2000, is an energy company engaged through
its subsidiaries in the generation-and marketing of power;
primarily in the northeastern and westem power markets of the:
U.S. and in the delivery of electricity in the UK. PPL Energy .
Supply's major operating subsidiaries are PPL Generation, PPL -
EnergyPlus and PPL Global..- At December 31, 2008, 'PPL -
Energy Supply owned or controlled 12,002 MW of electric .
power generation capacity and has current plans to implement: . -
capital projects primarily at certain of its existing generation -
facilities in Pennsylvania and Montana to provide. 148 MW of
additional generating capacity by 2013.

PPL Electric Utilities Corporation; incorporated in- 1920, is:a
direct subsidiary of PPL and a regulated public utility. PPL
Electric provides electricity delivery service in its service
territory in Pennsylvania and provides electricity supply to retail
customers in that territory as a PLR under the Customer Choice
Act.

Segment Information

PPL is organized into segments consisting of Supply,
Pennsylvania Delivery and International Delivery. PPL Energy
Supply's segments consist of Supply and International Delivery.
PPL Electric operates in a single business segment. See Note 2
to the Financial Statements for financial information about the
segments and geographic financial data.

. S_uzzp_lv_SeM

Owns ‘and operates domestic power plants to generate

“electricity; markets this electricity and other power purchases
to deregulated wholesale and retail markets; and dcquires and
develops domestic generation projects. Consists primarily of
the activities of PPL Generation and PPL EnergyPlus.

PPL Energy Supply has generation assets that are located in the"
eastern and western U.S. markets: The eastern generation assets-
are located in the Northeast/Mid-Atlantic energy markets:-
including PJM, the New York ISO, ISO New England and the -
Mid-American Interconnection Network. PPL Energy Supply's
western generating capacity is located in the markeéts within the :
Western Electricity Coordmatlng Counc1l :

- PPL Energy Supplv Owned or Controlled Generatzon
Cagac:t_‘y

PPL Energy Supply owned or controlled generatlng capagcity of
12,002 MW at December 31, 2008. Through subsidiaries, PPL
Generation owns and operates power plants in Pennsylvania; : .
Montana;, Illinois, Connecticut, New York and Maine. The total
owned or controlled generating capacity includes power
obtained through PPL EnergyPlus's tolling or.power purchase
agreements (including Ironwood and other facilities that consist
of NUGs, wind farms and landfill facilities). See "Item 2.
Properties" for a complete 11st1ng of PPL Energy Supply s
generatlng capacny ‘ s

Pennsylvanla generatlon had a total capa01ty of 9,785 MW at
December 31, 2008. These plants are fueled by uranium, coal, -
natural gas, 011 ‘water and other fuels. The electricity from these .
plants is sold to PPL EnergyPlus under FERC- Jurlsdlctlonal
power purchase agreements. o

PPL Energy Supply's U.S. generation subsidiaries are EWGs, .
which sell electricity into the wholesale market. PPL Energy ...
Supply' s EWGs are subject to regulation by the FERC which
has authorized these EWGs to sell generation from their -
facilities at market-based prices.

PPL Susquehanna, a subSIdlary of PPL Generatlon owns a 90%
undivided interest in each of the two nuclear-fueled generating
units at its Susquehanna station; Allegheny Electric
Cooperative, Inc. owns the remaining 10% undivided interest.
PPL's 90% share of Susquehanna's generating capacity was
2,165 MW at December 31, 2008.

PPL Generation operates its Pennsylvania, New Jersey and
Illinois power plants in conjunction with PJM. PPL
Generation's Pennsylvania power plants, PPL Generation's
Illinois 574 MW natural gas-fired generating station and PPL
EnergyPlus are members of the RFC. Refer to "Pennsylvania
Delivery Segment" for information regardlng PJM's operations
and functions and the RFC.



The Montana coal-fired and hydroelectric-powered stations
have a capacity of 1,287 MW. PPL Montana's power plants are
parties to the Western Electricity Coordinating Council
Agreement.

The Maine oil-fired and hydroelectric-powered stations have a
total capacity of 102 MW. The Maine generating assets are
operated in conjunction with ISO New England and are parties
to the Northeast Power Coordinating Council Agreement. See
Note 9 for information on the possible sale of three
hydroelectric dams. »

The Connecticut natural gas-fired station has a total capacity of
252 MW, is operated in conjunction with ISO New England and
is party to the Northeast Power Coordinating Council

- Agreement.

The New York natural gas-fired generating stations havea
combined capacity of 159 MW. These generating stations are
operated in connection with the New York ISO and are parties
to the Northeast Power Coordinating Council Agreement.
Tolling agreements are in place for 100% of the capacity and
output of these stations.

PPL Generation has current plans to implement capital projects.
at certain of its generation facilities in Pennsylvania, Maine and
Montana that would provide 148 MW of additional generation
capacity for its use by 2013. See "Item 2. Properties" for
additional information regarding these capital projects.

Refer to the "Power Supply" section for additional information -
regarding electricity generated by the various power plants
operated by PPL Generation and to the "Fuel Supply” section
for a discussion of fuel requirements and contractual
arrangements for fuel.

A subsidiary of PPL -Energy Supply develops renewable energy:
plants on various sites using technologies such as small turbines;
reciprocating engines and photovoltaic solar panels. As of
December 31, 2008, another subsidiary of PPL Energy Supply
owned approximately 32 MW of installed capacity from these
projects, serving commercial and industrial customers.

PPL Generation's subsidiaries are subject to the jurisdiction of
certain federal, regional, state and local regulatory agencies with
respect to air and water quality; land use and other
environmental matters. PPL Susquehanna is subject to the
jurisdiction of the NRC in connection with the operation of the
Susquehanna units. Certain of PPL Generation's other
subsidiaries, including PPL. Montana, are subject to the ..
- jurisdiction of the NRC in connection with the operation of their
fossil plants with respect to certain level and density: monitoring
devices. .

Certain operations of PPL Generation's subsidiaries are ‘subject
to the Occupational Safety and Health Act of 1970 and
comparable state statutes.

Energy Marketing

PPL EnergyPlus markets or brokers the electricity produced by
PPL Generation subsidiaries, along with purchased power,
FTRs, natural gas, oil, emission allowances and renewable -
energy credits in competitive wholesale and deregulated retail
markets in order to take advantage of opportunities.in the
competitive energy marketplace. - ‘

PPL EnergyPlus purchases and sells electric capacity and
energy at the. wholesale level at competitive prices under FERC
market-based prices. PPL EnergyPlus.enters into these
agreements to market available energy and capacity. from PPL -
Generation's assets and to profit from market price fluctuations.:
PPL EnergyPlus actively manages its portfolios to maximize the
value of PPL's generating assets-and to limit exposure to price
fluctuations. PPL EnergyPlus also purchases and sells energy
forward and futures contracts as well as other commodity-based
financial instruments in accordance with PPL's risk management

_ p011c1es objectives and strategles

PPL EnergyPlus has executed. contracts to provide electricity to
PPL Electric sufficient for it to meet its PLR obligation through
2009, at the predetermined capped rates PPL Electric is entitled
to charge its customers. during this:period. This arrangement
with PPL Electric accounted for 28% of PPL Energy Supply's
operating revenues in 2008. See Note 16 to the Financial
Statements for more information concerning these contracts.

PPL EnergyPlus currently is licensed to provide retail electric
supply to customers in Delaware, Maine, Massachusetts,
Maryland, Montana, New Jersey and Pennsylvania. In 2008,
PPL EnergyPlus provided.energy-to industrial customers in
Montana. PPL EnergyPlus serves natural gas customers in
Pennsylvania, New Jersey and Delawarc and is licensed to do so
in Maryland T

An indirect subs1d1ary of PPL EnergyPlus owned two -
production: facilities that, until December 31, 2007,
manufactured synthetic fuel from coal or coal byproducts PPL
received federal tax credits for these qualified manufactured
solid synthetic fuel products. PPL retired these facilities in
2008. See Note 15 to the: Fmancml Statements for additional
information.

In 2007, PPL sold PPL Telcom, LLC, an indirect subsidiary of
PPL EnergyPlus, which offered fiber optic capacity to
telecommunication companies and-enterprise customers. See
Note 9 to the Financial Statements*for* additional information.

e Pennsylvan aDeltvengegment-

Includes the regulated electrlc dthery operations of PPL ‘
- Electric.

PPL Elecmc
PPL Electnc dellvers electnmty to approxlmately 1.4 million

customers in a 10,000-square mile territory in 29 counties of
eastern and central Pennsylvania. The largest cities in this



territory are Allentown, Bethlehem, Harrisburg, Hazleton,
Lancaster, Scranton, Wilkes-Barre and Williamsport.

In addition to delivering electricity in its service territory in
Pennsylvania, PPL. Electric also provides electricity supply to
retail customers in that territory as a PLR. - As part of the PUC
Final Order, PPL Electric agreed to supply this electricity at -
predetermined capped rates through 2009. PPL Electric has
executed two contracts to purchase electricity from PPL
EnergyPlus sufficient for PPL Electric to meet its PLR
obligation through 2009, at the predetermined capped rates.
PPL Electric's PLR obligation after 2009 will be determined by
the PUC pursuant to PLR regulations and a policy statement
regarding interpretation and implementation of those .
regulations. Both the regulations and the policy statement.
became effective in September.2007.. Refer to "Power Supply"
for additional information, as well as Notes 15 and 16 to. the
Financial Statements -

Dunng 2008, about 97% of PPL Electnc s operating revenues’ -
were derived from regulated electricity delivery and supply as a
PLR. About 3% of 2008 operating revenues were from
wholesale revenués, primarily the sale to PPL EnergyPlus of /
power purchased from NUGs. 'During 2008, about 45% of
electricity delivery and PLR revenues were from residential
customers, 36% from' commercial customers; 18% from
industrial customers and 1% from other customer classes:

PPL Electric's transmission facilities are operated as part of
PJM, which operates the electric transmission network and
electric energy market in the mid-Atlantic and Midwest regions
of the U.S. Bulk electricity is:transmitted to wholesale users .
throughout a geographic area including all or part of Delaware,
Ilinois, Indiana, Kentucky, Maryland, Michigan, New Jersey,
North Carolina, Ohio, Pennsylvania, Tennessee, Virginia, West
Virginia and the District of Columbia. As of January 1, 2006,
PPL Electric became a member of the RFC. The purpose of the
RFC is to preserve and enhance electric service reliability and
security for the interconnected electric systems within‘its =~
tefritory and to be a regional entity under the framework of the
NERC. The RFC's key functions are the development of
regional standards for reliable planning and operation of the
bulk electric system and non-discriminatory compliance -
monitoring and enforcement of both NERC and regional
standards.

PJM serves as a FERC-approved RTO in order to accommodate.

greater competition and broader participation in the region.” An
RTO, like an ISO, is a designation provided by the FERC to.a-
FERC-approved independent entity that operates the
transmission system and typically administers a competitive
power market. PJM also administers regional markets for
energy, capacity and ancillary services. A primary purpose of
the RTO/ISO is to separate the operation of, and access to, the
transmission grid from market participants that buy or sell
electricity in the same markets. ‘Electric vtilities:continue to
own the transmission assets, but the RTO/ISO directs the
control and operation of the transmission facilities. PPL~
Electric is entitled to fully recover from retail customers the
charges that it pays to PJM for transmission-related services.

PIM imposes these charges pursuant to its FERC-approved
Open Access Transmission Tariff.

PPL Electric is subject to regulation as a public utility by the
PUC, and certain of its activities are subject to the jurisdiction
of the FERC under the Federal Power Act. :

PPL Electric also is subject to the jurisdiction of certain federal,
regional, state and local regulatory agencies with respect to.land
use and other environmental matters. Certain operations.of PPL
Electric are subject to the Occupational Safety and Health Act
of 1970 and comparable state statutes.

In November 2004, Pennsylvania enacted the Altenative
Energy Portfolio Standard (the AEPS) legislation, which
requires electric distribution companies, such as PPL Electric,
and retail electric suppliers serving retail load to ultimately
provide 18% of the electricity sold to retail customers in
Pennsylvania from alternative sources by 2020. Under this state
legislation, alternative sources include hydro, wind, solar, waste
coal, landfill methane and fuel cells. An electric distribution
company will pay an alternative compliance payment of $45 for
each MWh that it is short of its required alternative energy
supply percentage. Since PPL Electric's PLR generation rates
are capped through 2009 as described above and the legislation
allows for a cost recovery exemption period, PPL Electric will
not be subject to the requirements of this legislation until 2010.
In that year, PPL Electric will have to supply about 9% of the .
total amount of electricity it delivers to its PL.R customers from
alternative energy sources. PPL Electric is purchasing all of the
supply required to meet its 2010 default service obligations
pursuant to a PUC approved Competitive Bridge Plan (the
Plan). Under the Plan, PPL Electric is obtaining full =
requirements service which includes the generation or credits
that PPL Electric will need to comply with the'AEPS Act in
2010. At this time, PPL Electric cannot predict the impact of
this legislation.on its future results of operations because the
impact will depend on a number of factors that will not be
known until 2010, including customer load requirements, PLR
contract terms and available alternatlve energy sources in the
market.

The General Assembly passed and the Governor signed into law
Act 129 in October 2008. The law creates an energy efficiency
and conservation program and smart metering technology
requirements, adopts new PLR electricity supply procurement
rules, provides remedies for market misconduct, and makes
changes to the existing Alternative Energy Portfolio Standard.

See "Regulatory Issues - Pennsylvania Activities" in Note 15 to .
the Financial Statements for additional information regarding
Act 129, other legislative and regulatory impacts and PPL
Electric's efforts to provide default electricity supply for periods
after 2009.

PPL Gas Utilities
Until its sale in October 2008, PPL Gas Utilities operated a

natural gas distribution and propane business which provided
natural gas and propane services to approximately 110,000



customers in various counties throughout Pennsylvania, as well
as in a small area-of Maryland and Delaware. See Note 10 to
the Financial Statements for information on the sale of PPL Gas
Utilities.

o International Delivery Segment -

Includes WPD, a regulated electricity distribution company in
the UK. '

WPD, through indirect wholly-owned subsidiaries, operates two
of the 15 distribution networks providing electricity service in '
the UK. The WPD subsidiaries together serve approximately
2.6 million end-users in the UK. WPD (South West) serves 1.5
million customers in a 5,560 square mile area of southwest
England. WPD (South Wales) serves an area of Wales opposite
the Bristol Channel from WPD (South West)'s territory. Its 1.1
million customers occupy 4,550 square miles of Wales. WPD is
headquartered in Bristol, England. See "Franchise and
Licenses" for additional information about WPD's regulator,
Ofgem, which sets price controls and grants distribution
licenses.

PPL Global had controlling interests in electric transmission and
distribution companies serving customers in Chile, El:Salvador
and Bolivia-until their respective sales in 2007. See Note 10 to
the Financial Statements for additional information on these
sales.

Seasonality

Demand for and market prices of electricity are affected by -
weather. As a result, PPL's overall operating results.in'the
future may fluctuate substantially on a seasonal basis, especially
when more severe weather conditions such as heat waves or
winter storms make such fluctuations more pronounced. The
pattern of this fluctuation may change depéending on the nature
and location of the facilities PPL owns and the terms of the
contracts to purchase or sell electricity.

FINANCIAL CONDITION

See PPL's, PPL Energy Supply s and PPL Electrrc’s "Item 7
Management's Discussion and Analysis of Financial Condition
and Results of ‘Operations" for this information. '

CAPITAL EXPEN DITU RE REQUIREMENTS

See "Fmanmal Condition - Liquidity:and Capital Resources in
PPL's, PPL Energy Supply's-and PPL Electric's "Item 7.
Management's Discussion and Analysis of Financial Condition
and Results of Operations" for information concerning -
estimated capital expenditure requirements for the years 2009-
2013. See Note 15 to the Financial Statements for additional
information conceming expected capital expendltures for
envrronmental matters.

COMPETITION

The unregulated businesses and markets in which PPL and its
subsidiaries participate are highly competitive. Since the early
1990s, there has been increased competition in U.S. energy
markets because of federal and state deregulation initiatives.
For instance, in 1992 the Energy Act amended the Federal
Power Act to provide open access to electric transmission
systems for wholesale transactions.: In 1996, the Customer
Choice Act was enacted in Pennsylvania to restructure the
state's electric utility industry to create a competitive market for
electricity generation. - Certain other states in which PPL's
subsidiaries operate have also adopted "customer choice" plans
to allow customers to choose their electricity supplier. PPL and
its subsidiaries believe that competition in deregulated energy
markets will continue to be intense. See "Item 1A. Risk
Factors" for more information concerning the risks PPL faces
with respect to competition in the deregulated energy markets.

Pursuant to PPL Electric's authorizations from the
Commonwealth of Pennsylvania and the PUC, PPL Electric
operates a regulated distribution monopoly in its service area.
Accordingly, PPL Electric does not face competition in its
electricity distribution business: Although WPD operates in
non-exclusive concession areas in the U.K., it currently faces
little competition with respect to residential customers. See
"Franchises and Licenses" for more information.

POWER SUPPLY

PPL.Energy Supply s owned or controlled system capacity -
(winter rating) at December 31, 2008 was 12,002 MW. The
capacity of generating units is based upon a number of factors,
including the operating experience and physical condition of the
units; and may be revised periodically to reflect changed
circumstances. See "Item 2. Properties"” for a description of
PPL Energy Supply's plants at December 31, 2008.

During 2008, PPL Generation's plants generated the following
amounts of electricity.

State ) Milliens of kWh
Pennsylvania . 44,189
Montana ) 8,179
Maine 368
Illinois 164
New York 149
Connecticut 132

Total B 53,181

Of this generation, 52% of the energy was from coal-fired
stations, 32% from nuclear operations at the Susquehanna
station, 8% from hydroelectric stations and 8% from oil/gas-
fired stations.

PPL Energy Supply estimates that, on average, approximately
95% of its expected annual generatlon output for 2009 will be
used to meet

o PPL EnergyPlus's obligation under two contracts to provide
electricity for PPL Electric to satlsfy its PLR obligation under
the Customer Choice Act through 2009;



e PPL EnergyPlus's obhgatlon under contracts to  provide
electricity to NorthWestern; and

e contractual sales to. other counterpartles for terms of various.
lengths. oo

PPL Energy Supply is-continuing to enter into new power sales
contracts to obtain firm commitments for a portion of the output
of its generating facilities in advance of the expiration of the
PLR contracts at the end of 2009. PPL Energy Supply has
already entered into:commitments of varying quantities'and -+
terms for the years 2010 and beyond: Based on developments.in
the wholesale markets over the last several years, PPL Energy
Supply expects that new baseload output contracts are likely to
continue to be of a shorter duration than the PLR contracts
which, at inception, had terms-of appreximately nine years.

These contractual arrangements are consistent with, and are -
integral to, PPL Energy Supply's supply business strategy to
capture profits while managing exposure to adverse movements
in energy and fuel prices and counterparty credit risk. This
strategy includes matching PPL Energy Supply's anticipated -
energy supply (including generation as well as purchase -
commitments) with load, or customer demand, under contracts
of varying lengths with creditworthy counterparties. See Note
15 to the Financial Statements for more information regarding
PPL Energy Supply's wholesale energy commitments and Note
16 for more information regarding the PLR contracts.

A subsidiary of PPL Energy Supply funds, develops, constructs,
owns and operates plants that produce renewable energy. PPL
EnergyPlus markets the energy produced by these plants and - -
renewable energy credits to Commercial; industrial-and .
institutional customers. Another subsidiary of PPL Energy
Supply has existing renewable energy projects throughout
Pennsylvania, New York, New Jersey and ‘Connecticut, with
capacity of 32 MW. During 2008, these ‘projects generated 62
million kWh.

PPL EnergyPlus purchases the output from two wind farms in'
Pennsylvania with a combined capacity of 50 MW. o

FUEL SUPPLY
Coal
Pennsylvania

PPL Generation, by and through its agent PPL EnergyPlus,
actively manages PPL's coal requirements by purchasing coal
principally from mmes located in central and northern
Appalachia.

During 2008, PPL Generation, by and through its agent PPL
EnergyPlus, purchased about 95% of the coal delivered to PPL
Generation's wholly-owned Pennsylvania stations under short- -
term and long-term contracts and obtained 5% through spot
market purchases. These contracts provided PPL Generation
'6.9 million tons of coal. Contracts currently in place are
expected to provide 7.5 million tons in'2009. At December 31,
2008, the wholly-owned Pennsylvania plants had sufficient

stipply for approximately 39 days of operations. The amount of
coal in inventory varies from time to time dependmg on market
conditions and plant operatlons ‘ : :

In 2006, PPL Generation, by and through its agent PPL
EnergyPlus, entered into a long-term coal purchase agreement
with CONSOL Energy Inc. The contract will provide more than
one-third of PPL Generation's projected annual coal needs for
the Pennsylvania power plants from 2010 through 2018. PPL
Generation has other contracts that, in total, will provide
additional coal supply for PPL's projected annual needs from
2009 through 2012.

Also at December 31,2008, a PPL Generation subsidiary owned
a 12.34% interest in the Keystone station and a 16:25% interest
in the Conemaugh station. The Keystone station contracts with
Keystone Fuels, LLC for its coal requirements. In 2008,
Keystone Fuels, LLC provided 5.3 million tons of coal to the
Keystone station.. The Conemaugh station requirements are
purchased under contract from Conemaugh Fuels, LLC. In
2008, Conemaugh Fuels, LLC provided 4.7 million tons of coal
to the Conemaugh station.

Initial deliveries of limestone in preparation for startup of the
scrubbers that were being installed at the Montour power plant
began in October 2007. The Montour scrubber project was’
completed in May2008. Contracts are in place for all the
limestone requirements for the three remaining planned
scrubbers at PPL Generation's wholly-owned Pennsylvania
stations through 2010. When all four scrubbers are fully
operational, it is projected that annual limestone requirements °
will be approximately 700,000 tons. During 2008,
approximately 350,000 tons of limestone was delivered to PPL :
Generation's wholly-owned Pennsylvama stations under long-
term contracts." = :

Montana

PPL Montana has a 50% leasehold interest in Colstrip Units 1
and 2, and a 30% leasehold interest in Colstrip Unit 3. PPL
Montana, along with the other owners; is party to contractsto
purchase 100% of its coal requirements with defined quality
characteristics and specifications. The current coal supply
contract for Units 1 and 2 is in effect through December 31,
2009. In 2007, PPL Montana erntered into a new long-term
purchase 